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Your Company 


CIL is a major Canadian manufacturer of chemicals and 
allied products. But it is much more than a chemical 
company. In addition to products and services supplied by 
the Company’s main business divisions — agricultural and 
industrial chemicals, explosives and ammunition, paints and 
plastics — its subsidiaries are engaged in such varied activ- 
ities as research and services for environmental improvement, 
design and manufacture of mining equipment, and the 
design and construction of chemical plants and processes. 
Many of these activities are conducted internationally. 


Consolidated Financial Highlights 


Sales 

Income before taxes 

Net income before extraordinary items 
Extraordinary items — Net gain 


Working capital at December 31 


Capital expenditures (including expenditures for acquiring new subsidiaries 


and associated companies) 


Common shares outstanding at December 31 
Earnings per common share before extraordinary items 
Dividends per common share 


Number of shareholders at December 31 
Common 
Preferred 


Together with its subsidiaries the Company supplies a wide 
spectrum of customers ranging from major Canadian re- 
source industries such as mining and pulp and paper to the 
home and garden consumer and the sportsman. 

CIL’s capability to serve, represented by its people, capital 
investment, innovation, technology and enterprise, is in- 
creased by the experience gained throughout 112 years of 
operation. To these resources is added the worldwide expe- 
rience of its parent company, Imperial Chemical Industries 
Limited, one of the largest industrial organizations in the world. 
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Letter to the Shareholders 


We are pleased to report that consolidated sales and net 
income in 1973 were the highest in CIL’s history. Consoli- 
dated sales reached $383.3 million, 18% above the level of 


1972. Net income at $16.0 million, up 51%, exceeded all : 


previous years by a substantial margin, and was equivalent 
to $1.61 a common share, compared to $1.06 in 1972. 
Dividends in respect of 1973 were increased to 85 cents a 
share and a quarterly rate equivalent to 90 cents a share on 
an annual basis has been established. The dividend rate had 
been constant at 60 cents a share from 1969 through 1972. 


The year 1973 was one of strength in the Canadian economy 
generally. This was reflected in sales and profit growth in 
each of CIL’s major business areas. The most significant 
gains occurred in the Company’s agricultural chemicals and 
plastics businesses, which had experienced a number of 
years of oversupply conditions and depressed prices. Over 
and above the effect of increased demand and rising prices, 
improved sales and profits were influenced by corporate 
strategies developed over the past several years in selecting 
the markets in which Company resources were to be 
concentrated. 


In 1973 capacity limitations were evident in many parts of 
the Canadian economy and in chemicals particularly these 
restrictions resulted in much of the market growth being met 
by imports. In Canada, the lack of capacity is a direct 
reflection of the inadequate returns shown by the industry for 
many years and the relative unattractiveness of major new 
investment, particularly in plants of a size to compete in 
world markets. 


New opportunities for investment in the chemical industry in 
Canada are becoming evident because of our relatively 


favourable position in hydrocarbon feedstocks and electrical 
energy. Competitive costs for such feedstocks and a prefer- 
red position in energy resources could make appropriately 
sized plants economic in world markets. The additional 
processing of Canadian basic resources to much higher 
value secondary and end products would lead to greater and 
more sophisticated employment opportunities for Canadians. 
The massive investment of new capital necessary to take 
advantage of these opportunities requires long term stability 
in the political and economic environment and some assur- 
ance of access to foreign markets at competitive prices. In 
this context the importance of the impending GATT negotia- 
tions to Canada and the Canadian chemical industry is 
obvious in terms of Canada’s export trade and our ability 
to attract the large sums of capital needed. With a favourable 
economic environment and a satisfactory international trading 
position the Canadian chemical industry has the capability 
and resources to achieve significant growth in the years ahead. 


CIL is taking active steps to participate in this new round of 
industrial development in Canada. Start-up of the $30 million 
chloralkali plant at Bécancour, Québec, in early 1975 will 
improve the strong position the Company already holds in 
the growing market for caustic soda and chlorine in eastern 
Canada. Further opportunities are being assessed carefully 
to ensure that investment of the available human and finan- 
cial resources is consistent with the Company’s long range 
guidelines for profitable expansion and diversification. CIL 
has been participating with Alberta Gas Trunk Line Company 
Limited in developing plans for an integrated petrochemical 
complex including world-scale ethylene and polyethylene 
plants in conjunction with other ethylene derivative plants 
to be located in Alberta. 


It is most satisfying to report a continuing favourable trend 
in CIL’s safety performance in 1973 in spite of the pressures 
of peak production rates at most of the Company’s manu- 
facturing locations. The sixteen disabling injuries experi- 
enced in 1973 were the lowest number in the Company’s 
history and all employees are to be congratulated for their 
safety efforts. Total elimination of industrial accidents will 
remain a prime objective and a high degree of emphasis 
will be maintained in respect of on-the-job safety. The 
frequency of off-the-job accidents sustained by employees 
is also of concern and activities will be intensified to reduce 
this type of injury. 


CIL has long recognized the responsibility it bears towards 
the maintenance and quality of our environment. In recent 
years, all new plants have been designed to meet high 
pollution-abatement standards. To achieve a desirable level 
of pollution abatement at its existing facilities, the Company 
has spent close to $5 million since the beginning of 1970. 
It will continue to remain in the forefront, meeting and 
exceeding the increasingly stringent demands of pollution- 
control legislation. 


As 1974 started, the most compelling feature of world 
business was the energy problem and the threat it posed to 
world economic stability. Canada’s domestic oil and natural 
gas position is relatively favourable but the impact of devel- 
opments elsewhere could lead to continuing and substantial 
inflationary pressures and product shortages. CIL began 
1974 with a strong demand for the majority of its products 
and services. In the immediate future there will be con- 
straints on growth potential for sales in some of the Compa- 
ny’s business areas due to capacity limitations and to tight 


supply of several raw materials and shortages of resale prod- 
ucts to supplement production. Rising costs can be expected 
to exert continuing pressure for further price advances, in 
particular within the chemical industry where the general 
price level is not appreciably above that of a decade ago. 
Overall, the outlook for the Company’s operations in 1974 
is one of optimism. 


The long term outlook for the Canadian chemical industry 
offers promise and opportunity. If raw materials are available 
and foreign markets are accessible on a competitive basis 
and the current tax levels for manufacturing and processing 
industries are maintained, opportunities will be forthcoming 
which could make 1974 a year of decision to shape the 
Canadian chemical industry for years to come. CIL intends 
to play a significant role in these developments. 


On behalf of the Board of Directors, 


fiat EL i yihe 


Leonard Hynes E. L. Hamilton 
Chairman President 


Montreal, Quebec, 
March 21, 1974 


British Columbia 


Ashcroft @ 
Brenda @ 
Cranbrook @ 
Endako @ 

Fording @ 

James Island @ 
Kamloops Alm 
Nanaimo @ 
Nelson A 

New Westminster @ 
Port Hardy @ 
Prince George Am 
Tappen @ 

Terrace @ 

Surrey @ 
Vancouver AD ® 
Victoria @ 


Alberta 
Calgary A@@ 
Clover Bar @ 
Edmonton A@@®OS 


Fort Saskatchewan 


Lethbridge @ 
Red Deer @ 


Saskatchewan 


Moose Jaw @ 
Prince Albert @ 
Regina A 
Saskatoon @ 
Swift Current @ 


Manitoba 


Brainerd @ 
Brandon @ 
Thompson A@i 
Pipe Lake @ 
Winnipeg AD 


Ontario 


Belleville # 
Brampton Db@S 
Bruce Lake @ 
Brussels @ 
Burlington @ 
ChathamA@m 
Clinton @ 
Concord @ 
Copper Cliff @ 
Cornwall @@ 
Courtright @ 
Essex @ 
Hamilton @ 
Ingersoll A® 
Kemptville @ 
Kingsville @ 
Kingston @ 
Kirkland Lake A 
Kitchener @ 
London Al 
Marmora @ 
Mississauga @ 
Niagara Falls A 
Nobel @ 

North Bay @ 


Norwich @ 
Oakville @ 
Orillia @ 

Ottawa A 
Petrolia @ 
Sarnia @ 
Scotland @ 
Shelburne @ 
Simcoe @ 
Smithville @ 

St. Catharines @ 
Streetsville 
Sudbury A@@ 
Tara @ 
Temagami @ 
Thamesville @ 
Thunder Bay A@ 
Timmins A@@ 
Toronto HADU@O@B 
Tupperville @ 
Windsor @ 


Quebec 


Bécancour @ 
Beloeil @@ 
Brownsburg @ 
Buckingham 
Farnham &@ 

Hull @ 

Laval des Rapides @ 
Lachine AD 

La Fléeche @ 
Lennoxville @ 


McMasterville ADH @® 
Moisie @ 
MontrealOAD@@Os 
Murdochville @ 

Mt. Wright @ 

St. Hyacinthe @H 

St. Pie @ 

St. Thomas de Joliette @ 
Ste. Foy All 

Sept-lles A®@ 
Shawinigan @ 

Thetford @ 

Thetford Mines A@ 
Trois-Rivieres # 

Tracy O 

Val D’Or A 

Valleyfield @ 
Victoriaville @ 

Ville Mercier @ 


New Brunswick 


Bathurst @ 
Dalhousie @ 
Fredericton A 
Grand Falls @ 
Hartland @ 
Moncton @ 
Woodstock @ 


Nova Scotia 


Halifax ADS 
Kentville 
Truro @ 


Prince Edward Island 


Charlottetown @ 
O'Leary @ 
Summerside @ 
Traveller's Rest @ 


Newfoundland and 
Labrador 


Baie Verte @ 
Carol Lake @ 
Grand Falls A 
Labrador City @ 
St. John's A 
Wabush @ 


Yukon 
Faro @ 


United States 
Plattsburg, N.Y. @ 


Legend 

© head office 

research and technical laboratories 
A sales and technical centres 

O warehouses 

@ plant sites 

@ subsidiary locations 


Operations 


Agricultural and Industrial Chemicals 


Agricultural Chemicals 


Widespread improvements in the agricultural sector of the 
economy led to rapidly growing requirements for agricultural 
chemicals in 1973, eliminating the excessive production 
capacity of recent years. A substantial increase in sales over 
1972 resulted from the high demand and consequent recov- 
ery from depressed prices for fertilizer products. 


The unusually heavy requirements for these products led to 
operation of all of the Company’s fertilizer manufacturing 
facilities at maximum levels. It was particularly significant 
that the major fertilizer plant near Sarnia continued to operate 
well in excess of design capacity without loss of efficiency. 


Chipman Chemicals Limited had a successful year and sales 
of its herbicides and pesticides products were well above 
1972. The new manufacturing plant near Hamilton com- 
menced operations successfully during the year. 


Industrial Chemicals 


Demand for most industrial chemicals increased sharply in 
1973 and sales showed a marked advance over 1972. The 
improvement reflected the high level of output in the pulp 
and paper industry, the upturn in the fertilizer and mining 
industries, and generally buoyant conditions in other indus- 
trial markets. Selling price increases helped to offset the 
effect of sharply rising costs. However, with most of the 
Company’s industrial chemicals plants operating at or near 
capacity, much of the increase in sales volume was repre- 
sented by purchases to supplement production at relatively 
lower profit margins. 


Construction of the large chloralkali plant at Bécancour, 
Québec, is progressing on schedule and start-up is planned 
for early 1975. A substantial expansion of the sulphuric acid 
plant at Copper Cliff will be completed by the end of 1974. 
Many of the operations formerly carried out at the Hamilton 
plant, which was closed late in the year, have been trans- 
ferred to the Cornwall plant site. A new copper sulphate 
plant at Faro, Yukon Territories, commenced production in 
January, 1973. 


Through the acquisition of 99% of the common shares of 
Inland Chemicals Ltd. the Company obtained sulphuric acid 
production facilities in western Canada and an ability to 
market this commodity competitively anywhere in Canada 


while at the same time establishing a broader manufacturing 
capability to meet the growing demands of western industry. 


Sales of Chemetics International Ltd. were considerably 
ahead of 1972. Engineering work is nearing completion on 
five chemical plants being built for a large chemical com- 
plex in Yugoslavia. Continued growth in sales of stainless 
steel sulphuric acid coolers of CIL design confirms a wide 
market acceptance for them in North America and overseas. 
Chemetics and Mo och Domsjo AB, of Sweden, which 
together developed an oxygen bleaching technology for the 
pulp and paper industry, have established a joint company 
in Belgium to market this technology and also pollution- 
abatement systems in Europe and other parts of the world. 


Alchem Limited and Canadian Hanson Limited both had ap- 
preciable sales increases. During the year Alchem extended 
its production facilities at Burlington, Ontario and Canadian 
Hanson expanded its product lines through the purchase of 
the Buffing Compound Division of M & T Products of Canada 
Limited. 


Sales of Cornwall Chemicals Limited, an associated com- 
pany managed by CIL, showed a marked gain in both 
domestic and export markets with strong demand for all 
products, including ground sulphur, from its new grinding 
plant in Calgary. 


Agricultural and 


Industrial Chemicals 
Sales Millions of Dollars 


SIRES 1 SISTER: 
1969 1970 1971 1972 1973 


Environmental Improvement 


During 1973 considerable progress was made in developing 
CIL’s competence to meet the growing challenges of the 
environmental improvement field. Revenue from all sectors of 
the Company’s wide range of activities in this field showed 
a substantial improvement over 1972. The steps taken in 
1973 to extend and strengthen the Company’s capabilities 
will lead to a much greater involvement in 1974 and beyond. 


A joint company, Tricil Waste Management Limited, has been 
formed through the merger of CIL’s subsidiary, the Good- 
fellow Group of Companies specializing in liquid waste 


Installation of sulphuric acid coolers at CIL’s Copper Cliff Works, 


Ontario, where they were developed. These are the first anodically 


passivated air coolers in the world and they are being sold by aCIL 
subsidiary in the United States, Europe, Africa and Australasia, as 
well as in Canada. 


. At CIL’s $66 million fertilizer complex near Sarnia, Ontario, produc- 


tion of fertilizers reached record levels in 1973. CIL pensioner G. J. 
Harris found towers at the site an intriguing subject for his camera. 


CIL’s President E. L. Hamilton, Chief Engineer J. R. Brisson and 
Vice-President C. H. Hantho are seen studying a scale model of the 
Company's $30 million chloralkali plant during ceremonies at 
Bécancour, Quebec, marking the beginning of construction. 


disposal, and Trimac Limited’s subsidiary, Dominion Waste 
Management Group Limited involved in solid waste disposal. 
This new company offers services to both municipalities and 
industry in a number of Canadian cities and is expected 
to provide a sound base for expansion into such fields as 
the recovery and recycling of materials from solid and 
liquid wastes. 


Chemetics International Ltd. is now well established as a 
supplier of specialized processes and engineered systems 
for industrial pollution abatement applications, in particular 
for the pulp and paper, food, and textile industries. 
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Explosives and Related Businesses 


Explosives 


Sales of commercial explosives and accessories in 1973 
exceeded by an appreciable margin the previous peak 
established in 1972. The continued strong demand for nitro- 
glycerine explosives as the result of the large requirements 
for such developments as the James Bay project and the 
Trans-Canada pipeline expansion contributed significantly 
to this achievement. There was also a recovery from the 
1971-1972 softening in certain sectors of base metal mining, 
which served to improve demand for explosives products in 
1973. Export sales were higher than in 1972. Sales of 
defence products were significantly higher than in 1972 due 
to greater requirements of explosives and propellants under 
the Canada-U.S. Defence Sharing Agreement. 


Continental Explosives Limited, a wholly-owned distributor 
of explosives and related products in British Columbia had a 
marked increase in sales as a result of the higher level of 
activity in the logging and the mining industries. West 
African Explosives and Chemicals Limited, a subsidiary 
producing explosives in Liberia, also enjoyed an improved 
year. In 1973, CIL sold 60,000 shares in this company to 
Liberian citizens, thereby increasing domestic participation 
in ownership to 40%. 


CIL’s strong explosives research capability has played an 
important role in maintaining the Company in the forefront 


of explosives technology. A recent program has estab- 
lished a complete range of small diameter slurry explosives, 
containing a newly developed explosives sensitizer, for bulk 
loading underground. Modern facilities to manufacture these 
products are now established in eastern and western Canada. 
Both new and extended explosives mixing plants, located 
on site at major mining operations, were brought into 
operation during 1973. 


Mining Services 


The resurgence of mining activity in 1973 led to a significant 
increase in sales of underground mining equipment by 
Jarvis Clark Company Limited. During the year the com- 
pany’s manufacturing plant at North Bay, Ontario, was 
enlarged and warehousing facilities were constructed at two 
new sites in Canada and one in Ireland. 


Sales of McPhar Geophysics Limited improved in the latter 
part of 1973. This improvement was largely in the United 
States and the Philippines, with new business also being 
developed in Brazil and Italy. There has been little change 
in Australia and Canada where mineral exploration activities 
have remained at a low level. 


Explosives and Related 


Businesses 
Sales Millions of Dollars 
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Sporting Arms and Ammunition 


Sales of sporting arms and ammunition were higher than in 
1972, as the result of modest advances in both volume and 
selling prices. In addition, improved manufacturing produc- 
tivity resulted in significant cost savings. However, increased 
selling prices did not keep pace with rapidly rising costs of 
metals and other raw materials, which largely offset the 
gains from improved sales and operating efficiencies. 


Manufacturing facilities for heavy mining and construction equip- 


“ment were expanded by CIL subsidiary Jarvis Clark Company 


Limited in 1973. Photo shows a Jarvis Clark dump truck in use by 
contractors extending the Montreal subway system. 


Millions of pounds of CIL explosives are being used in the $140 


© million Chivor hydro-electric project in Colombia, South America 


Photo was taken at the quarry site. 
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Paints and Pigments 


Paints 


Sales of paint showed a substantial gain over 1972 levels in 
all sectors of the market. However, profit increases were 
limited because of inability to adjust selling prices in pace 
with dramatically rising raw material costs. The current sup- 
ply problems for crude oil and natural gas, the base for most 
of the major raw materials of the paint industry, will affect 
the cost and availability of these materials in 1974. 


Bapco Paint Ltd., CIL’s wholly-owned subsidiary which 
serves a substantial portion of the western market, opened 
a $1.7 million plant and distribution centre in Surrey, B.C., 
close to Vancouver, to supply the western market more 
efficiently and economically. Operations at the obsolete 
Victoria site were phased out during the year, making this 
property available for a major development by Canadian 
Freehold Properties Ltd. 


CIL paints division’s decorating centre, as shown in photo, recently 
won the Outstanding Merchandising Achievement award from the 
Point of Purchase Advertising Institute, New York, in competition 
against 1,600 U.S. and Canadian entries. 
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Other Products and Services 


Plastics 


The large growth in 1972 of demand for polyethylene resin 
and film continued into 1973. By mid-year the world over- 
capacity for resin that had existed for many years changed 
to a substantial deficit. While approximately 25% of the 
Canadian resin market had been supplied by imports, par- 
ticularly from the U.S., exporters began to withhold products 
to serve their home markets. Against this background, Cana- 
dian prices for both resin and film recovered from the badly 
depressed levels caused by the long period of oversupply. 
In an effort to maintain an adequate supply for its customers, 
the Company has made a concerted effort to secure addi- 
tional quantities of polyethylene resin to augment production 
from its Edmonton plant, which has operated at capacity for 
several years. 


Sales of the new polyethylene multi-ply valve bag, one of 
the novel film products developed by CIL research and tech- 
nical efforts, have exceeded expectations. 


Property Development 


During 1973 significant progress was made by Canadian 
Freehold Properties Ltd., CIL’s property investment subsi- 
diary established in 1969. A number of projects are in 
various stages of planning or development and progress 
towards its long term goals is well advanced. 


Other Products and Services 
Sales Millions of Dollars 


1969 1970 1971 1972 1973 


A four-storey office building in Vancouver was erected and 
fully occupied by year end. Construction of a $4.5 million 
nine-storey office block in Toronto, on the former Campbell 
Manufacturing Company Limited site located near the Yonge 
Street subway system, is well under way. Four properties, 
two of them with fully-rented buildings, were purchased 
during the year, three in Vancouver and one in Toronto. 
Construction of two office/warehouse structures is in prog- 
ress on one of these properties. 


Two major projects have reached an advanced stage of 
planning. The first, an industrial park to be developed on the 
outskirts of Edmonton, is awaiting zoning approval and 
agreement with the Township of Strathcona for supply of 
services. The second involves the building of a hotel and 
apartment complex in Victoria on harbour property recently 
vacated by Bapco Paint Ltd. Development plans for this 
project are almost completed. 


Burnside Development Company Limited, a Halifax property 
company in which Freehold acquired a 50% interest in 
1972, increased its holdings in 1973, building a three-storey 
office building and constructing two additional warehouses. 
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Engineering 


CIL’s engineering resources are facing heavy demands from 
current and proposed construction programs. In 1973, ex- 
penditures for construction were $21.5 million, and this 
amount is expected to be substantially exceeded in 1974. 
These demands have been met by concentrating the Com- 
pany’s efforts on the conceptual aspects of projects, including 
considerations for safety and pollution abatement, and on 
the planning, control and managing of design and construc- 
tion. Increasing amounts of the detailed engineering work 
have been contracted to outside engineering firms. The 
Company’s project management and specialist engineering 
services have been strengthened to ensure that CIL specifi- 
cations and standards are met. The engineering competence 
that has been developed over the years will benefit the 
Company in meeting the challenges of 1974 and beyond. 


Three projects of CIL subsidiary Canadian Freehold Properties 
Ltd. appear in accompanying sketch and photos: The fully oc- 
cupied Chemetics House, a four-storey building in Vancouver, the 
nine-storey office building under construction in Toronto; and a 
prime property in downtown Vancouver, ready for development. 
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Employees 


The concern of all employees for safe work practices during 
1973 was evidenced by the frequency rate for disabling 
injuries of 1.18 injuries per million manhours worked, the 
lowest annual rate achieved to date in CIL. At sixteen, the 
number of disabling injuries in 1973 was the lowest in 
the Company’s history, a reduction of 24% from 1972 and 
60% from 1971, an accomplishment in which each employee 
can take pride. The improvement in 1973 was achieved 
under conditions of capacity operations at most plant loca- 
tions. Annual changes in the injury frequency rate are 
benchmarks to measure progress and while the Company 
aims to ensure improvement year by year, the basic objec- 
tive is to search out the underlying causes of accidents and 
to take steps to eliminate them. The long-term goal is to 
eliminate accidents entirely. 
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A substantial reduction in accidents involving Company cars 
was recorded in 1973. However, we deeply regret that an 
employee was killed in an automobile accident while driving 
on CIL business. The high level of safety effort in the 
Company has been intensified to place greater emphasis 
on off-the-job injuries, the frequency of which is many times 
greater than accidents occurring at the work place. 


To help offset the effect of the recent unusual rate of infla- 
tion, the Company announced in December that pensions 
for all pensioners who retired prior to 1973 would be 
increased effective January 1, 1974. The amount of the 
increase ranged from 3% for those who retired in 1972, to 
a maximum of 12% to those who retired prior to 1970. This 
increase was in addition to an increase granted in 1970. 
During 1973 CIL introduced changes to its health and dis- 
ability plans for employees and pensioners and at the same 
time increased the Company's contribution to these plans. 
One of the modifications was to provide coverage for basic 
dental care. 


The Company is very much aware of the advantages of 
clearly defining personal and corporate goals and commit- 
ting the necessary resources to achieve them. More attention 
is being devoted to setting meaningful objectives in non- 
financial areas such as personnel placement, development 
and training of staff. Through a financial assistance scheme, 
CIL encourages all employees to further their education and 
in 1973, 450 employees took advantage of this offer. 


The number of employees in CIL and subsidiary companies 
at year end was 8,507, a slight increase from 1972. During 
1973, twenty-four collective agreements expired, covering 
two-thirds of the payroll employees of the Company and its 
subsidiaries. New agreements have now been reached in 
all cases. 


Disabling Injury Frequency Rates* 


Directors 


Mr. J. A. Stewart resigned from the Board in September on 
his departure from ICI North America Limited to take up 
other responsibilities in the U.K. Mr. C. H. Hantho, a vice- 
president of CIL, was appointed a director to fill the vacancy. 


Mr. W. J. Mandry resigned as executive vice-president upon 
his secondment in September as vice-president of ICI North 
America Limited but continues as a director of the Company. 


Mr. G. F. Whitby, a director since 1965, is retiring from 
Imperial Chemical Industries Limited at the end of March 
and will not be standing for re-election as a director of CIL 
at the Annual General Meeting in April 1974. Mr. Whitby’s 
counsel, drawn from many years of experience in the inter- 
national chemical industry and his intimate knowledge of 
CIL operations, has made a valuable contribution to the 
progress of the Company during his term of office. 


. The achievement of a safety record is an occasion for awards and 


personal congratulations from management. 


. People employed by CIL and subsidiary companies, December 31 


1973 numbered 8,507. 


Sales by Industry 


Millions of Dollars 
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Sales of Millhaven Fibres Limited of $32.1 
million in 1971 excluded from above. 
M.F.L. was sold September 30, 1971. 
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Financial Review 


Earnings and Dividends 


Consolidated net income of CIL and its subsidiaries in- 
creased by 51% from 1972 to a new high of $15,952,000 
equivalent to $1.61 a common share. Regular dividends on 
the 7%2% preferred stock were paid. The final quarterly 
dividend on the common shares was 22¥2 cents, equivalent 
to an annual rate of 90 cents. An extra dividend of 10 cents 
was declared for a total dividend in respect of 1973 of 
85 cents; this compares with an annual dividend of 60 cents 
a common share which had been paid since 1969. 


Sales and Operations 

Sales of the Company and its subsidiaries amounted to 
$383,289,000 in 1973, an increase of $58,742,000, or 18% 
over the previous year. 

Sales and profit growth were shown in all business areas, 
reflecting the effect of a buoyant Canadian economy, im- 
proved selling prices, and operating efficiencies. The most 
significant profit gains occurred in the agricultural chemicals 
and plastics businesses, which had experienced a number 
of years of oversupply and depressed prices. 

Most of the Company’s plants operated at, or near capacity 
during the year, although some critical materials were in 
short supply. Raw material prices and other operating costs 
including wages and salaries increased sharply, and in some 
businesses profit margins deteriorated. 

Depreciation of $18,579,000 was provided during 1973, an 
increase of $970,000 over the previous year. It is the policy 
to write off the cost of each plant or facility on a straight line 
method based upon the estimated economic life of the asset 
which includes an assessment of technological and com- 
mercial obsolescence as well as its physical condition. 


Working Capital 

Cash resources improved by $3,356,000 from December 31, 
1972 while other working capital decreased $7,276,000, 
OF 10'%., 

Accounts receivable increased by 19% over 1972 in line 
with the higher level of sales, while inventories increased 
30%, due in part to the higher level of business, but also 
reflecting the effect of increased raw material and manufac- 
turing costs and to some extent a build-up of those raw 
materials which are in short supply. 


These increases were more than offset by higher accounts 


Disposition of Net Income 
Per common share 
(Before extraordinary items) 


M™ Net Income (before extraordinary items) 
BS Dividends 
M@® Retained Earnings 


1969 1970 1971 1972 1973 


payable and accruals, partly due to the higher level of 
business, but to a large extent to accruals with respect to 
major capital projects now under construction, by increased 
income taxes payable, by higher dividends payable and by 
including as current liabilities the remaining portion of the 
3°/4% debentures due on November 15, 1974. 


Capital Expenditures 


Capital expenditures excluding those of the property devel- 
opment company totaled $21,532,000. The principal outlays 
included the start of construction of the large chloralkali 
plant at Bécancour, Québec, an increase in chloralkali 
capacity and a consolidated packaging facility for gaseous 
and liquid chemicals at Cornwall, expansion of sulphuric 
acid at Copper Cliff and additional plastic film lines at 
Brampton. New plants completed during the year included 
a cap sensitive slurry explosives plant at Calgary, a pesti- 
cides formulating plant for Chipman Chemicals Limited near 
Hamilton, and a paints plant and warehouse for Bapco Paint 
Ltd. at Surrey near Vancouver. The Company's manufacturing 
base in western Canada was extended by the acquisition of 
99% of the common shares of Inland Chemicals Ltd., a 
manufacturer of sulphuric acid and aluminum sulphate, with 
plants at Fort Saskatchewan, Alberta and Prince George, 
B.C. CIL and Trimac Limited of Calgary merged their waste 
management interests by the formation of Tricil Waste Man- 
agement Limited. 

The Company's golf equipment manufacturing business, 
Campbell Manufacturing Company Limited, was sold to 
Sportsphere (Canada) Limited in October. The Company 
acquired a minority interest in Sportsphere. 

Canadian Freehold Properties Ltd., CIL’s property develop- 
ment company, had capital expenditures of $3,302,000 during 
the year 1973. This included the construction of warehouses 
and office buildings for rental. In addition this company made 
purchases of land of $2,718,000 which are reported in con- 
solidated inventory. 

The unexpended balance on projects authorized is esti- 
mated at $47,400,000. Of this amount $6,250,000 is in 
respect of Canadian Freehold Properties Ltd. 


Other 

The Company purchased a further $5,413,000 of the 334% 
debentures, due in 1974, during the year. The balance of 
this debt issue of $4,977,000, due on November 15, 1974 has 
been classified as a current debt in the financial statements. 


1, 


Consolidated 
Statement of 
Income and 
Retained 
Earnings 


for the year ended 
December 31 
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Sales 


Costs and expenses 
Operating costs excluding depreciation 
Provision for depreciation 


Income from operations 

Income from investments 

Long term debt interest, discount and expense 
Income before provision for taxes 

Provision for income taxes 

Net income including minority interest 


Minority shareholders’ interest in the income 
of subsidiary companies 


Net income before extraordinary items 
Extraordinary items — net gain (note 9) 


Net income after extraordinary items 
Retained earnings at beginning of year 


Deduct: Dividends 
Preferred — 72% 
Common (85 cents; 1972 — 60 cents) 


Retained earnings at end of year 


Earnings per common share, after 
preferred dividends 


Before extraordinary items 


After extraordinary items 


1973 


$383,289,000 


331,900,000 


18,579,000 
350,479,000 


32,810,000 
3,282,000 


(3,217,000) 


32,875,000 


14,876,000 


17,999,000 


2,047,000 


15,952,000 
53,000 


16,005,000 


68,937,000 


84,942,000 


174,000 


8,325,000 
8,499,000 


76,443,000 


1972 


$324,547,000 


283,340,000 


17,609,000 
300,949,000 


23,598,000 
1,975,000 


(3,364,000) 


22,209,000 


10,141,000 


12,068,000 


1,536,000 


10,532,000 
40,000 


10,572,000 


64,415,000 


74,987,000 


174,000 
5,876,000 


6,050,000 


$ 68,937,000 


Consolidated Current assets 1973 1972 


Balance Cash and deposits at interest $ 48,459,000 $ 44,732,000 
Sheet Marketable securities (market value $183,000: 
at December 31 1972 $181,000) 181,000 213,000 
Accounts receivable 60,639,000 50,628,000 
Due from affiliated companies 760,000 979,000 
Inventories (note 2) 64,872,000 49,950,000 
Prepaid expenses 2,710,000 2,005,000 
Total 177,621,000 148,507,000 
Deduct: 


Current liabilities 


Bank loans 2,350,000 2,011,000 

Accounts and notes payable and accrued liabilities 44,466,000 29,315,000 

Due to affiliated companies 5,318,000 2,810,000 

Federal and provincial income taxes payable 9,959,000 1,559,000 

Dividends payable 3,292,000 1,633,000 

Long term debt due within one year 4,977,000 — 

Total 70,362,000 37,328,000 

Working capital 107,259,000 111,179,000 
Notes receivable due after 1974 1,476,000 1,046,000 
Shares of associated companies at cost 

less amounts written off 6,517,000 3,053,000 
Land, buildings and equipment (note 3) 115,523,000 113,689,000 
Unamortized debenture discount and expense 330,000 388,000 
Funds invested $231,105,000 $229,355,000 
Financed by: 
Long term debt (note 4) $ 55,476,000 $ 63,086,000 
Minority shareholders’ interest 

in subsidiary companies 8,796,000 7,430,000 
Deferred income taxes (note 5) 14,199,000 13,711,000 


Shareholders’ equity 
Capital stock Shares 
7¥%2% cumulative preferred of $50 
par value 
Authorized and issued 46,500 2,325,000 2,325,000 
Common of no par value 
Authorized 13,500,000 


Issued 


Retained earnings 


Total 


9,794,161 


73,866,000 
76,443,000 


152,634,000 
$231,105,000 


73,866,000 
68,937,000 


145,128,000 
$229,355 ,000 


On behalf of the Board: 
James Sinclair, Director 


E. L. Hamilton, Director 
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Consolidated 
Statement of 
Source and 
Application 
of Funds 


for the year ended 
December 31 
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Source of funds 
Funds from operations 
Net income before extraordinary items 
Depreciation and amortization 
Deferred income taxes 


Minority share of net income in subsidiary 
companies, less dividends 


Issue of long term debt 
Sale of fixed assets 


Net decrease in working capital excluding cash, 
marketable securities and bank loans 


Payment of long term note receivable 

Issue of shares to minority interest in a 
subsidiary company 

Refund of income taxes 


Total 


Application of funds 

Dividends 

Additions to fixed assets 
Canadian Industries Limited 
Canadian Freehold Properties Ltd. 

Acquisition and disposal of subsidiaries and shares 
in associated companies—net, less cash acquired 

Retirement of long term debt 

Notes receivable 

Net increase in working capital excluding cash, 
marketable securities and bank loans 


Total 


Funds generated for year 
Funds on hand less bank loans January 1 


Funds on hand less bank loans December 31 
Analysis of changes in working capital 
other than cash: 
Increase (decrease) in current assets: 
Accounts receivable 
Due from affiliated companies 
Inventories 
Prepaid expenses 


(Increase) decrease in current liabilities: 
Accounts and notes payable and accrued liabilities 
Due to affiliated companies 
Federal and provincial income taxes 
Dividends payable 
Current portion of long term debt 


Net (decrease) increase in working capital 
excluding cash, marketable securities 
and bank loans 


1973 


$ 15,952,000 
18,637,000 


1,946,000 


36,535,000 


1,366,000 
3,100,000 
1,222,000 


7,276,000 


49,499,000 


8,499,000 


21,532,000 
3,302,000 


1,300,000 
11,080,000 
430,000 


46,143,000 


3,356,000 
42,934,000 
$ 46,290,000 


$ 10,011,000 
(219,000) 
14,922,000 
705,000 
25,419,000 


(15,151,000) 
(2,508,000) 
(8,400,000) 
(1,659,000) 
(4,977,000) 

(32,695,000) 


$ (7,276,000) 


1872 


$ 10,532,000 
17,672,000 
6,227,000 
34,431,000 


418,000 


2,148,000 


5,400,000 


2,200,000 
3,080,000 
47,677,000 


6,050,000 


12,758,000 


1,117,000 
2,992,000 
1,046,000 


2,132,000 
26,095,000 


21,582,000 
21,352,000 


$ 42,934,000 


$ 2,146,000 
(226,000) 
(319,000) 

174,000 
1,775,000 


(436,000) 
395,000 
467,000 

(69,000) 


357,000 


$__ 2,182,000 


Notes 

to Consolidated 
Financial 
Statements 
December 31, 1973 


1. Basis of Consolidation 
The accounts include Canadian Industries Limited and all of its subsidiary companies. 


Certain subsidiary companies have fiscal years ending prior to December 31. These com- 
panies have been included in the consolidated statements for their respective fiscal years 
ending in 1973. 


The Company's share of the income of associated companies has been taken up in the 
accounts only to the extent of dividends received, as the Company's share of the remaining 
net income, after deducting these dividends and eliminating inter-company profit included 
in their inventories, is not material. 


In consolidating its accounts with those of its subsidiaries the Company follows the policy 
of adding to or deducting from consolidated fixed assets the difference between the cost of 
its investments in subsidiaries and the net book value of assets at date of acquisition. In this 
connection a net amount of $3,008,000 was included in the fixed assets at December Bi, 19/3. 


2. Inventories 


Inventories of raw materials, goods in process, finished goods and stores and supplies are 
valued at the lower of cost or net realizable value and land inventories of the property com- 
pany held for resale or development are valued at cost. The inventories are classified as 
follows: 


1973 1972 
Raw materials $ 18,453,000 $ 12,984,000 
Goods in process and finished goods 41,099,000 34,512,000 
Stores and supplies 1,994,000 1,836,000 
61,546,000 49,332,000 
Land held for sale and/or development 3,326,000 618,000 


$ 64,872,000 $ 49,950,000 


3. Fixed Assets 
Buildings and equipment are carried at cost less accumulated depreciation. 


Depreciation is provided on a straight line basis applied to the estimated useful life of 
the assets. 


1973 1972 
Land at cost $ 9,219,000 $ 8,020,000 
Buildings and equipment 270,770,000 254,283,000 
Less: Accumulated depreciation 164,466,000 148,614,000 
| 106,304,000 105,669,000 


$115,523,000 $113,689,000 


It is estimated that expenditures of $47,400,000 will be required to complete projects autho- 
rized prior to December 31, 1973. 
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4. Long Term Debt 


Canadian Industries Limited 1973 1972 
33/4% sinking fund debentures due November 15, 1974 $ 25,000,000 $ 25,000,000 
Less: Purchased and cancelled 20,023,000 14,610,000 
4,977,000 10,390,000 
Due within one year 4,977,000 ao 
— 10,390,000 
53/4% debentures due December 1, 1977 20,000,000 20,000,000 
55/a% debentures due December 1, 1984 30,000,000 30,000,000 
Other 2,376,000 2,696,000 
52,376,000 63,086,000 
Canadian Freehold Properties Ltd. 
Bank loans due 1976-1977 — Secured 2,000,000 — 
9¥%2 % mortgage payable to 1998 1,100,000 -—— 
3,100,000 a= 
$ 55,476,000 $ 63,086,000 
5. Deferred Income Taxes 1973 1972 
Balance at beginning of year $ 13,711,000 $ 4,310,000 
Deferment of income taxes applicable to 
capital cost allowances in excess of depreciation 
and other charges to operations 
Current year 1,946,000 6,227,000 
Refund applicable to prior years — 3,080,000 
Changes arising from acquisitions 
and disposals during the year 703,000 94,000 
Adjustment of deferred taxes applicable to the 
Hamilton plant which was closed down in 1973 (2,161,000) _ 
Balance at end of year $ 14,199,000 $ 13,711,000 


6. Contingent Liabilities 


The Company has contingent liabilities of $237,000 with respect to guaranteed loans to other 
companies and other contingent liabilities of $364,000. 


7. Pension Plan 


The Company and most of its subsidiaries have a pension plan covering the majority of their 
employees. The contributions made by the companies and their employees are deposited in 
an irrevocable trust fund in accordance with the terms of the plan. There is an unfunded 
liability at December 31, 1973 based on actuarial valuation received during the year of 
$2,800,000 which will be paid over the next seventeen years in accordance with the regu- 
lations made under the Quebec Supplemental Pension Plans Act. 


Auditors’ 


Report 
The Shareholders, 
Canadian Industries Limited 


8. Remuneration of Directors and Senior Officers of this Company 


1973 1972 
Number Amount Number Amount 
As directors 13 $ 66,000 14. $ 32,000 
As officers 16 800,000 14 705,000 
Officers who are also directors & 3 


9. Extraordinary Items 


Details of the extraordinary items are as follows. 
Write-up of investment in preferred stock of an associated company 


that had been written-off in 1969 $1,500,000 
Adjustment associated with the shutdown of the Hamilton plant site 1,665,000 
Gains arising from sale of land and buildings 550,000 
3,715,000 
Deduct 
Write-off of excess of investment in shares of a subsidiary company 
over net book value of assets, where underlying value no longer exists 3,662,000 
$ 53,000 
10. Sales by Classes of Business 
1973 1972 
Amount % Amount % 
Agricultural and Industrial Chemicals $185,532,000 48 $154,261,000 48 
Explosives, Ammunition and 
related products 121,159,000 32 99,518,000 31 
Paints and Pigments 46,947,000 12 43,310,000 13 
Other 29,651,000 _ 8 27,458,000 8 


$383,289,000 100 $324,547,000 100 


We have examined the consolidated balance sheet of Canadian Industries Limited and its 
subsidiaries as at December 31, 1973 and the consolidated statements of income and 
retained earnings and source and application of funds for the year then ended. For Cana- 
dian Industries Limited and those subsidiaries of which we are the auditors, our examination 
included a general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. With 
respect to those subsidiaries of which we are not the auditors, we have carried out such 
enquiries and examinations as we considered necessary in order to accept for purposes of 
consolidation the reports of the other auditors. 


In our opinion these consolidated financial statements present fairly the financial position of 
the companies as at December 31, 1973 and the results of their operations and the source 
and application of their funds for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


Me (Cee 


Chartered Accountants 
Montreal, Canada 


February 14, 1974 
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Consolidated Financial Review 


1973 ome 1971 1970 1969 1968 1267 1966 1965 1964 


Consolidated Income Statement Items (Millions of Dollars) 


Sales 383.3 324.5 349.2 $23.3 324.2 305.1 273.0 ZOz.O 236.4 Pa We”. 
Income from operations 32.8 23.6 24.3 19.8 24.0 24.7 18.8 Cee 18.4 21.4 
Long term debt interest, 

discount and expense 3.2 3.4 42 4.7 4.7 5.0 47 Ball 3.6 2.1 
Provision for income taxes 14.9 10.1 9.9 6.5 7.4 10.4 8.2 9.9 US 9.6 
Net income* 16.0 10.5 9.5 8.4 10.5 10.0 6.9 9.6 8.1 9.7 
Provision for depreciation 18.6 17.6 19.7 19.8 ZARS 18.9 SEO) ie 10.4 9.8 


Consolidated Balance Sheet Items (Millions of Dollars) 


Working capital 107.3 Ta dee 87.0 68.1 65.8 Sha 45.4 58.9 76.9 76.9 
Fixed assets 280.0 262.3 20310 320.2 297.0 30 lar 306.5 276.6 233.8 188.5 
Accumulated depreciation 164.5 148.6 lee 164.6 145.9 136.8 130.9 119.9 110.0 98.5 
Capital expenditures 24.8 228 16.8 14.8 o.0 14.0 32.0 44.7 52.0 16.5 
Long term debt 55.5 Gar 66.1 83.6 82.5 87.3 86.2 85.0 70.6 71.6 
Shareholders’ equity . 

Preferred 7¥2% 2.3 (Aas 2.3 ace) 2.3 23 2:3 20 2.3 23 

Common 150.3 142.8 138.3 127.9 125.8 iS 113.4 1130 109.9 85.4 


Per Share of Common Stock (Dollars per Share) 


Earnings* 1.61 1.06 0.95 0.81 1.05 1.00 0.69 0.96 0.81 1.10 
Dividends 0.85 0.60 0.60 0.60 0.60 0.50 0.65 0.65 0.65 0.65 
Equity 15.35 14.58 14.12 13.06 12.84 12.08 11258 11.54 p22 8.72 
Quarterly earnings 

1st Quarter 0.17 0.09 

2nd Quarter 0.79 0.59 

3rd Quarter 0.34 0.21 

4th Quarter 0.31 0.17 

Year 1.61 1.06 


*Before extraordinary items 
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